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Economic Survey of Latin America 


The U.N. Economic Commission for Latin America, in 
its Economic Survey of Latin America, 1954, analyzes 
the major factors affecting the economy of Latin America 
as a whole and surveys developments in the individual 
countries. Appraising the growth of income and invest- 
ment, the report points out that the rate of growth that 
characterized the first five postwar years was not main- 
tained in 1953-54. The per capita gross product increased 
by an annual average rate of 1.5 per cent in both 1953 
and 1954. Although such a rate of growth is by no means 
insignificant, it is far lower than the rate in more ad- 
vanced countries. A rate of increase of 2 per cent a year 
—which has been, and continues to be, the rate recorded 
in the United States—implies the possibility of doubling 
the standard of living every 32 years, while an annual 
rate of 1.5 per cent would lengthen the period required 
to 47 years. 

The analysis of gross income and investment shows 
that the ratio of capital investment to available goods and 
services continued to decline in 1954, falling to 14.9 per 
cent in contrast to the peak of 17.5 per cent reached in 
1952. The decline in gross investment occurred in spite 
of a 5 per cent increase over 1953 in available goods and 
services. However, the goods and services increase oc- 
curred in only those countries where the terms of trade 
have improved in recent years. In 1954, this was true 
of countries producing coffee, cocoa, and petroleum. An 
improvement in Latin American terms of trade, the report 
asserts, indirectly produces two results: it stimulates 
investment and it leads to better utilization of existing 
capital. 

Until 1952, the ratio of investment to available goods 
and services rose steadily, while the share of consump- 
tion declined, but since then the relative proportions have 
changed. However, there has been an absolute increase 
in consumption in only the coffee, cocoa, and petroleum 
producing countries; in all other countries the increase 
has been relative rather than absolute. 

Inflation is described as “a very dubious instrument” 
for promoting investment. While in certain cases it may 
have increased investment, it has done so at a very high 


social cost. In this connection, the survey analyzes the 
results of inflationary and anti-inflationary policies in 
Chile, Argentina, and Mexico. 


The record of foreign trade and payments shows that 
1954 was more favorable than had been anticipated at 
the beginning of the year, when it appeared that the U.S. 


recession might deepen. However, developments again 
revealed tendencies toward disequilibrium and weaknesses 
in the balance of payments of most Latin American 
countries. For Latin America as a whole, the balance of 
payments surplus in 1954 was more than $700 million 
less than in 1953. If Venezuela is excluded, the area 
showed a net deficit of $150 million. Although Cuba and 
Bolivia suffered drastic reverses in their payments situa- 
tions, the deterioration in relation to the dollar area was 
ascribed mainly to Argentina, Brazil, and Uruguay. On 
the other hand, exports of Colombia and Venezuela ex- 
panded sharply, owing to a greater volume of shipments 
and higher export prices. The accumulation of gold and 
foreign exchange reserves in 1953 ceased during the third 
quarter of that year; and by the end of 1954 total re- 
serves had declined by approximately $150 million. Since 
the region had a surplus with non-dollar countries, the 
decline affected mainly gold and dollar reserves. The 
changes, however, varied widely among the different 
countries. 

A slight decline in exports to the United States was 
offset by greater exports to Europe. This was especially 
true of metals, certain foodstuffs, and agricultural raw 
materials. At the same time, Latin American imports 
from Europe increased. The European countries have 
been active in recovering Latin American markets mainly 
through lower prices and the granting of more liberal 
credit facilities. In those parts of Latin America most 
affected by the dollar shortage, European countries have 
made wide use of bilateral trade and payments agree- 
ments. The success achieved by Europe, and also by 
Japan, through these policies has contributed to a sub- 
stantial liberalization of U.S. export credit policy. For 
certain important products, however, such as automobiles, 
imports from the United States have increased more than 
imports from Europe. The report also discusses the 
increase in Latin American trade with Eastern Europe, 
effected largely under bilateral trade and payments agree- 
ments. 

Foreign investments in Latin America continued in 
1954 the trend observed in earlier years: a steady in- 
crease in profit remittances, a reduction in net capital 
receipts, and a continued rise in official investments. The 
reduction in the net inflow of capital was due largely to a 
considerable rise in private investments in the United 
States and in dollar deposits in U.S. banks. During re- 
cent years, the flow of Latin American private long-term 
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and short-term capital to the United States has exceeded 
U.S. private long-term investment in Latin America. At 
the end of 1954, long-term and short-term assets of Latin 
Americans in the United States totaled $1,700 million, 
equal to more than one quarter of the total U.S. private 
long-term investment in Latin America. On the other 
hand, the Export-Import Bank of Washington and the 
International Bank for Reconstruction and Development, 
which had granted to Latin American countries economic 
development loans totaling $90 million in 1953 and $57 
million in the first half of 1954, approved additional loans 
of $196 million in the second half of 1954 and of more 
than $100 million in the first quarter of 1955. Also sig- 
nifieant is the revival of the movement of portfolio capital 
of various international banking syndicates toward Latin 
America. The survey regards this as proof of the re- 
establishment of confidence in the solvency ofthe region 
and as an indication of the need of foreign exporters to 
finance their sales of capital goods under conditions of 
increasing competition. The report concludes that, al- 
though foreign investments in Latin America diminished 
in 1954, recent favorable trends promise to provide re- 
newed impulse for such investments in the near future. 


Europe 
EPU Settlements for June 1955 


In the settlement operations of the European Payments 
Union for June, Germany recorded the largest surplus, 
amounting to 61.2 million units (1 unit of account = 
US$1). However, as payments on interest due from or 
to the Union by the member countries for the six-month 
period to June 30 were effected at the June settlement 
operations, the German surplus included 7.0 million 
units of interest received. Belgium’s June surplus (13.6 
million units) included not only 2.4 million units on 
account of interest received, but also 10.0 million units 
representing the third repayment installment on the spe- 
cial credit granted by Belgium to the Union “in 1952. 
France again had a surplus, amounting to 21.7 million 
units, which was settled fully in gold. Sweden reversed 
its position from a deficit of 7.3 million units in May to 
a surplus of 9.3 million units in June. Greece had a 
surplus of 3.8 million units, which was settled in gold. 

Italy’s deficit of 17.5 million units was smaller than 
that for May. Denmark had a deficit of 15.8 million 
units, of which only 2.1 million units was settled in gold 
and 13.7 million units in credit; this was made possible 
because the gold payment of 5.8 million units which Den- 
mark oj make instead of receiving crédit for its 
defir* ay was applied against an equal amount of 
Denmark’s gold obligation in settlement of its June 
deficit (see this News Survey, Vol. VIII, p. 2). The 
United Kingdom had a deficit of 19.6 million units, in 
contrast to a surplus of 23.1 million units in May; the 


INTERNATIONAL FinanciaL News Survey, July 29, 1955 


The survey of the main branches of production reveals 
that agricultural output in 1953-54 was 2.5 per cent 
greater than in 1952-53; this increase equaled the increase 
in population. The improvement in manufacturing indus- 
tries was, perhaps, the most notable of any year in the 
past five; industrial output was 8.4 per cent above that 
in 1953 and 20.3 per cent greater than in 1950; the in- 
crease is attributed to a more efficient use of installed 
capacity rather than to the opening of new factories or 
the expansion of existing plants. The mining of metals, 
which is directed almost exclusively toward the export 
trade, was characterized in 1954 by contradictory trends: 
conditions were, in general, unfavorable during the early 
part of the year, particularly for the majority of non- 
ferrous metals; but during the second quarter a reaction 
began in prices and in foreign demand, and by the end 
of the year the prospects had become more favorable, 
except for tin, which continued to face marketing dif- 
ficulties. 


Source: United Nations, Department of Public Informa- 
tion, Press Release No. EC/1496, New York, 
N.Y., June 29, 1955. 


deficit, however, included 4.8 million units of interest 
paid to the Union. The Netherlands’ position also shifted 
from a surplus of 5.4 million units in May to a deficit of 
11.1 million units in June. Other countries with deficits 
in June were Austria (9.1 million units), Portugal (8.1 
million units), Norway (6.3 million units), Switzerland 
(6.3 million units), Turkey (4.5 million units), and 
Iceland (0.5 million units). 

Most of the June surpluses and deficits were settled 50 
per cent in gold or dollars and 50 per cent in credit; 
exceptions were those of France, Greece, Portugal, and 
Turkey, which were settled fully in gold, and that of 
Denmark, which was settled as described above. As a 
result of the June operations, the Union's gold and dollar 
assets declined by 17.5 million units, to 399.4 million 
units. 

Source: Organization for European Economic Coopera- 
tion, Press Release, Paris, France, July 16, 1955. 


U.K. Measures to Reduce Domestic Expenditure 


The U.K. Chancellor of the Exchequer announced on 
July 25 that further measures are being taken to reduce 
the level of domestic demand. The minimum deposit for 
hire-purchase of automobiles, appliances, and other house- 
hold goods (excluding furniture) has been raised from 
15 per cent to 334% per cent, but the maximum time for 
payment remains unchanged at between two and four 
years. The commercial banks have been asked to achieve 
a positive and significant reduction in the total of ad- 
vances outstanding. Capital expenditures by the Govern- 
ment and public corporations will be restrained, and 





INTERNATIONAL FinanciaL News Survey, July 29, 1955 


private firms have been asked to make similar economies. 
The Chancellor stated that the economy is fundamentally 
sound, but the United Kingdom must concentrate all its 
attention on increasing its competitive power and develop- 
ing its export trade. 

Following the Chancellor’s statement, the spot sterling- 
dollar rate in New York rose about %¢ cent, to $2.785%, 
but the rate in London closed unchanged at $2.787(,. 
Transferable sterling closed in New York on July 25 at 
$2.7534, a gain of 4% cent over the closing quotation for 
the previous day. 

Source: The Journal of Commerce, New York, N.Y., 
July 26, 1955. 


Sales of Dollar Securities in the United Kingdom 

The U.K. Government has released and begun to sell a 
further $15 million of dollar securities from its holdings 
originally pledged as collateral for the wartime loan from 
the Reconstruction Finance Corporation. The securities 
are being sold to U.K. residents for sterling; since they 
are sold in London at a premium over their New York 
price, they (or, since arbitrage is permissible, their equiv- 
alent in other dollar securities) will remain in U.K. own- 
ership. The technique to be used in these sales is like 
that developed for a similar operation in February (see 
this News Survey, Vol, VII, p. 246). 


Source: The Economist, London, England, July 23, 1955. 


French Foreign Trade 

In the first half of 1955, France had an adverse trade 
balance with foreign countries (i.e., countries outside the 
franc area) of $168 million, about half the amount of 
the deficit in the first half of 1954 ($295 million). Ex- 
ports increased by 19 per cent, from $1,356 million in 
the first half of 1954 to $1,613 million in the first half 
of 1955, whereas imports increased by only 8 per cent, 
from $1,651 million to $1,781 million. (The figures 
include trade in industrial gold, which was small in the 
first half of 1955; see this News Survey, Vol. VII, p 367.) 
These increases followed relatively small changes in 
1953-54. The marked expansion of exports was due large- 
ly to increased sales of grains, steel, coal, and motorcars. 

Imports from the dollar area in the first half of this 
year were 24 per cent greater than in the first half of 
1954, whereas exports to that area increased by only 11 
per cent, Although imports from the sterling area in- 
creased by only 2 per cent, and exports to that area rose 
by 28 per cent, the deficit with the area remained large 
($326 million for the first six months of 1955). Both 
exports to and imports from the continental OEEC area 
increased considerably, the former by 14 per cent and 
the latter by 19 per cent. Imports from the non-dollar, 
non-EPU countries fell by 14 per cent, while exports to 
that area increased by 29 per cent. 
Source: Le Monde, Paris, France, July 20, 1955. 


Bilateralism and the Netherlands 


The Netherlands Government, when commenting—in 
its annual memorandum on the country’s foreign exchange 
position, issued on July 12—on the incompatibility be- 
tween the introduction of convertibility and the retention 
of bilateral agreemeuts, states that the abandonment of 
bilateral agreements by a particular country is acceptable 
only if it does not lead to discrimination by former 
bilateral partners against the country renouncing  bi- 
lateralism. If there is such discrimination, the country 
discriminated against should be able to defend itself by 
concluding a bilateral agreement. 

The memorandum noted the recent efforts to multi- 
lateralize, in specific cases, payments agreements with 
bilateral account countries, and it gave as an example the 
bilateral agreement concluded between Finland and the 
Netherlands..in .May. 1955... This, agreement, pexmits..Fin- 
land to spend in other EPU countries part of its guilder 
receipts arising from exports to the Netherlands; on the 
other hand, the Netherlands does not grant any credit to 
Finland. 

The Netherlands Government further stated that, to 
the extent that quantitative restrictions are gradually 
withdrawn, the traders’ incentive to import under bilateral 
arrangements will diminish, with the result that, regard- 
less of the policy pursued, the importance of bilateral 
trade will decline. 


Source: Handelingen der Staten-Generaal, 1954-1955, 
No. 4020, Nota inzake de Deviezenpositie, The 
Hague, Netherlands, July 1955. 


Scandinavian Economic Cooperation 

The committee appointed by the Governments of Den- 
mark, Sweden, and Norway to study the possibilities for 
developing closer economic cooperation among the Scan- 
dinavian countries (see this News Survey, Vol. VII, 
p- 158) has submitted an analysis of intra-Scandinavian 
trade in 1953. The study aims at separating the com- 
modity. groups for which a common market could be 
developed quickly, and at deciding whether other fields 
would benefit from the introduction of a common market. 

It is shown that a common market is already in effect 
for 7-8 per cent of the trade among the three countries; 
for these goods, there are no quantitative restrictions and 
no duties. For 40 per cent of the intra-Scandinavian 
trade, there are no quantitative restrictions, and the duty 
amounts to less than 5 per cent. Including goods subject 
to quantitative restrictions, 60 per cent of the trade con- 
sists of goods for which the duty in the three countries 
is less than 5 per cent. 

Imports among the three countries totaled about 
NKr 2.7 billion (US$384 million) in 1953, or about 11 
per cent of total Scandinavian imports from all countries. 
Norway accounted for NKr 1,060 million, which repre- 
sented 16 per cent of its total imports; the imports by 
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Denmark and Sweden accounted for 13 per cent and 7 per 


cent, respectively, of their total imports. Norway's ex- 
ports to the two other countries were NKr 569 million, 
or 16 per cent of its total exports, whereas the corre- 
sponding percentages for Denmark and Sweden were 9 
and 14. Of Norway’s imports from the two other coun- 
tries, 48.5 per cent was free of import duty; of Denmark’s, 
10.5 per cent; and of Sweden’s, 31.7 per cent. Norway’s 
duty-free imports included ships, fodder, grain, wood 


products, iron and steel, and nonprecious metals. 


The committee will now start working out specific pro- 
posals for the commodity groups thus far analyzed. When 
a comprehensive plan is ready, it will be submitted to the 
three Governments and Parliaments and then sent to 
GATT for approval. There are not yet any indications 
as to when the preliminary work will be finished. Before 
the final plan is drawn up, the conditions affecting the 
relative competitiveness among the industries in the three 
countries will be examined. 


Source: Norges Handels og Sjejartstidende, Oslo, Nor- 
way, July 12, 1955. 


Swedish Credit Policy 


Of the 17,000 apartments for which building permits 
were granted in Sweden for the first half of this year, it 
has not been possible to begin work on 1,200 and work 
may have to be suspended on 3,200 which had been 
started. Difficulties are being experienced in financing 
20 per cent of the 6,000 “personally owned homes” on 
which work was begun during the half year: the total 


shortage of finance in this connection is estimated at 
SKr 65 million. 


The Governor of the Riksbank has stated that it was 
obvious that the general restriction of credit under the 
new line of policy could not pass unnoticed by a sector 
whose credit demands and dependence on credit are as 
great as those of the building trade. He recalled that, 
when the discount rate was raised on April 18, he had 
said that the new credit policy would inevitably hit even 
investment schemes which in themselves were urgent, use- 
ful, and desirable (see this News Survey, Vol. VII, p.335). 
The Riksbank, in its discussions with the private banks, 
has stressed the view that they should not concentrate 
credit restriction measures on the house-building sector, 
but should spread them over all sectors of the economy. 
The influence of the Riksbank in the distribution of credit, 
however, is more or less limited to recommendations. 
The representatives of the building trade rightly maintain 
that they have borne their share of the unavoidable difh- 
culties caused by the credit restriction policy, and request 
that, for their building plans for the rest of the year, they 
should be granted credit on something like a normal 
scale. The Governor stressed that, in the allocation of 


credit for building purposes, there must be no increase 
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except within the over-all credit limit prescribed by the 

restrictive credit policy. 

Source: Svenska Dagbladet, Stockholm, Sweden, July 6, 
1955. 


Finnish Wood Processing 


During the 1954-55 Finnish logging season (June 1- 
May 31), the total timber cut for sale was 38.1 million 
cubic meters, or 14.7 per cent more than in the preceding 
season. This increase was achieved in spite of a 34.4 per 
cent reduction in the cutting of fuel wood. The greater 
part of the increase was in roundwood, the raw material 
for the wood processing industries. The cutting of 
roundwood was 19.5 million cubic meters, or 43.6 per 
cent larger than in the preceding season; this also exceeds 
the previous record of 17.2 million cubic meters attained 
in the 1951-52 season. 

During the first half of 1955, production of woodpulp 
was 20 per cent larger than in the same period last year, 
the increase being due primarily to the expansion of 
capacity in a number of plants. In the same period, news- 
print production rose to 246,000 tons, from 223,000 tons 
in the first six months of 1954, and production of other 
paper increased to 221,000 tons, from 182,000 tons a year 
earlier. 

Sources: Hufvudstadsbladet, Helsinki, Finland, June 29, 
1955; Norges Handels og Sj¢fartstidende, Oslo, 
Norway, July 20, 1955. 


Credit Policy in Haly 


The Italian Minister of the Budget, Mr. Vanoni, making 
a statement on credit policy in Italy under the ten-year 
development plan (see this News Survey, Vol. VII, 
p. 213), stated that it is not intended that the Govern- 
ment, through direct controls, will determine the new 
plants to be constructed, the level and structure of con- 
sumption, the quantity of goods to be imported, and 
the markets from which imports will be obtained. On 
the contrary, the Government believes that, in creating 
a climate capable of encouraging new productive efforts, 
the credit function assumes the greatest importance. 
Credit policy should be used to assure the development 
of the various sectors of the national economy in such a 
way as to prevent bottlenecks, like those which occurred 
from 1945 to 1950 when the public authorities, in order 
to remedy the situation, had to obtain new resources by 
inflationary means. The credit mechanism should be used 
to vary the rate of development of the domestic economy 
in order to keep the excess of imports of goods and 
services within the limits of the resources that Italy can 
obtain abroad. The Government rejects the acceptance 
of protectionist measures in international trade policy. 

Mr. Vanoni also stated that Italy refused to accept an 
“easy money” policy as an instrument for implementing 
an increase in employment, and that it would rely even 
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more than in the past upon selective credit control as the 
instrument for diverting scarce resources to the most 
productive uses, Naturally, the rejection of cheap money 
does not imply an attitude of complacency toward the 
high cost of money. The Government’s view is that 
growth in the volume of resources, improvement in 
monetary organizations, and strengthening of healthy 
forms of competition will enable the cost of money to 
play its part in the general movement toward lower costs. 


Source: // Sole, Milan, Italy, June 24, 1955. 
Price and Wage Increases in Yugoslavia 


The Yugoslav Government has recently increased the 
price of bread by 12 dinars, to 48 dinars per kilogram, 
has removed subsidies for lard and oil, and has raised 
the price of tobacco by 27 per cent. Also, wages and 
pensions have been increased by 500 dinars per month, 
and children’s allowances have been raised by half that 
amount. A fairly substantial increase in the government 
price of grain has been announced, as an incentive to the 
peasants to grow and sell more wheat and maize to the 
state granaries. Grain production since 1945 has been 
below prewar levels, and grain imports have been sub- 
stantial. Consumption of lard and oil has risen consid- 
eraly, with the result that imports of lard in 1955 will 
have to be increased, by 5,000 tons, over the 28,000 tons 
that had been indicated for 1955. 


Source: The Times, London, England, July 12, 1955. 


Middle East 
Ethiopian Exchange Position 


The State Bank of Ethiopia, the only Ethiopian bank 
permitted to deal in foreign exchange, reported a foreign 
exchange surplus of Eth$18.7 million (US$7.5 million) 
for the first quarter of 1955. While consistent with the 
first quarter results in preceding years, this development 
was somewhat surprising, in the face of decreasing prices 
for coffee (Ethiopia’s major export), which had led to 
expectations of deterioration in the country’s foreign 
exchange position. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., July 18, 1955. 


Lebanese Nofe Issue 
The Lebanese note issue increased a little during the 
first half of 1955, and was LL 252 million at the end 
of June, compared with LL 242 million on December 31, 
1954. The gold component of the note issue increased 
from LL 219 million to LL 230 million between the two 
dates. Thus the gold cover increased from 90.5 per cent 
of the total note issue at the end of 1954 to 91.3 per cent 
at the end of June 1955. Lebanese Treasury bonds in the 
note issue cover decreased from LL 23 million to LL 22 
million. 
Source: Le Commerce du 


July 6, 1955. 


Levant, Beirut, Lebanon, 


Far East 
Reserve Bank of India Report on Currency and Finance 


The Reserve Bank of India’s Report on Currency and 
Finance for the Year 1954-55 states that economic de- 
velopments in India during the year ended March 31, 
1955 were marked by a considerable expansion in indus- 
trial output, a substantial increase in the money supply 
and a decline in prices along with enlarged budgetary 
deficits, a small surplus on the external account, and a 
better flow of savings. The growth in the budgetary 
deficits of the Central Government and the States indicates 
the quickened pace of developmental expenditure, which 
partly made up for the relatively slow progress in the 
previous three years. Nevertheless, there was no evidence 
of an emergence of inflationary pressures, and consider- 
able progress was evident in economic developments 
during the year, with a measure of over-all stability. A 
better balance between demand and supply seems to have 
been achieved, the further relaxation of controls over a 
wide sector being a contributory factor. 

The Report points out, however, two disquieting fea- 
tures: the sharp fall in agricultural prices and the con- 
tinued seriousness of unemployment, notably among 
white-collar workers. While the general index of whole- 
sale prices declined by 10 per cent during the year, the 
group index for “food articles” fell by 20 per cent. The 
fall in agricultural prices is attributed to the better supply 
position and to dishoarding, following the virtual elimina- 
tion of controls over food grains early in the year. The 
decline was accentuated by small cultivators trying to 
maintain their income by increasing their supplies to the 
market. The Report expresses the view that the fall in 
agricultural prices may not continue indefinitely. To 
some extent, the decline is a corrective of the earlier high 
price levels, and lower prices of food grains provide a 
better base for rapid economic development. However, the 
Report expresses the fear that a steep decline, which 
tended to occur in some commodities, is likely to cause 
widespread distress and, particularly if it is due to 
temporary causes, to lead to some distortions in the pat- 
tern of production; it therefore calls for State intervention 
to mitigate extreme fluctuations in the prices of a few 
agricultural commodities. To meet the problem of un- 
employment, labor-intensive schemes added in 
1953-54 to the original Five Year Plan, and special steps 
were taken to stimulate the expansion of small-scale and 
cottage industries (see this News Survey, Vol. VII, p. 22). 


Industrial production in 1954 was 8 per cent higher 


were 


than in 1953, when it had been 5 per cent above output 


in 1952. Since the inauguration of the Plan, industrial 
output has increased by about 40 per cent. Among the 
factors contributing to the increase in 1954 were greater 
availability of raw materials, increased exports, and 
continued improvement in labor-management relations. 


Agricultural output also showed a record increase last 
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year, the estimated output of food grains surpassing by 
nearly 4.5 million tons the target fixed for the Plan. 
For 1954-55, total agricultural output is expected to be 
around the peak level reached in 1953-54. 

In line with higher output, the need for larger private 
finance with the relaxation of controls, and the increasing 
tempo of economic development, the money supply in- 
creased by Rs 1.24 billion during 1954-55; in the previous 
year, it had risen by Rs 720 million. The increase 
stemmed mainly from two factors: the Central Govern- 
ment’s budgetary deficit and the expansion of bank credit. 
Net borrowings by the Government from the Reserve 
Bank amounted to Rs 1.04 billion, and the net decline in 
the Central Government's cash balances with the Bank 
was Rs 0.06 billion. 

Open market operations of the Reserve Bank, however, 
tended to curtail the money supply to some extent. During 
the greater part of the year, there was a general broaden- 
ing of the demand for funds, which was met by banks 
without any undue strain on their resources because of 
the appreciable growth in bank deposits as well as the 
larger volume of seasonal finance made available by the 
Reserve Bank. The expansion in the resources of the 
banking system would indicate that the post-partition 
trend of contraction of deposits may have given place to 
a new phase of expansion under the impetus of develop- 
ment expenditure and deficit financing. The decline in 
prices would indicate that the expansion in the money 
supply in 1954-55 was far from being inflationary. 

The capital market in India reacted well to the general 
improvement. The gilt-edged market was firm in spite of 
considerable borrowing by the Central Government, while 
the industrial share market also was buoyant for the 
greater part of the year. There was increased activity in 
the new issue market, issues sanctioned by the Controller 
of Capital Issues during 1954 totaling Rs 1.11 billion, 
the highest since 1948 (see this News Survey, Vol. VIII, 
p. 30). 

A State Bank of.India, which in the fizst instance has 
taken over the functions of only the Imperial Bank of 
India, was set up on the recommendation of the Commit- 
tee of Direction (see this News Survey, Vol. VL, pp. 210 
and 345). The State Bank will provide much more liberal 
and extensive remittance facilities and will embark on a 
scheme of considerable branch expansion. 

The sizable reduction in the current account surplus in 
1954 was mainly a consequence of the larger volume 
of imports following the intensification of the rate of 
The reduction occurred despite an 8 per 
cent improvement in the terms of trade (see this News 
Survey, Vol. VIII, p. 5). 

Sources: The Times of India, July 14, 1955, and Reserve 
Bank of India, Press Summary of the Report on 


development. 


Currency and Finance, 1954-55, July 14, 1955, 


Bombay, India. 
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Indian National Plan Loan 


The Government of India’s issue of National Plan 
Bonds, second series, 342 per cent, 1965, which was 
opened for subscription on July 1 (see this News Survey, 
Vol. VIII, p. 5), was closed on July 4, The loan was fully 
subscribed. Subscriptions totaled approximately Rs 1,037 


BALANCE OF PAYMENTS YEARBOOK 
Volume 6, 1953-54 


This sixth volume of the series designed to make 
available most of the Fund’s balance of payments 
statistics continues the loose-leaf system that was 
begun with Volume 5. This makes possible the dis- 
tribution of balance of payments statistics for the 
various countries as quickly as they become avail- 
able. Sections are distributed monthly. Those issued 
thus far this year ware — for = ‘Slowing 
36 countries: * 

Austria 

Belgian Congo 
Belgium-Luxembourg 
Burma 

Canada 

Ceylon 

Chile 

China (Taiwan) 
Colombia 

Costa Rica 

Cuba 

Denmark 

Egypt 

Ethiopia 

Finland 

France (Franc Area) 

Germany, Federal Republic 
Greece 


Iceland 

Italy 

Japan 

Mexico 

Netherlands 
Netherlands Antilles 
New Zealand 
Norway 

Puerto Rico 

Sudan 

Surinam 

Sweden 

Thailand 

Union of South Africa 
United Kingdom 
Uruguay 

United States 
Yugoslavia 

When completed the volume will contain basic 
statistics, with explanatory notes, for the year 1953 
for about 65 countries, and preliminary data for 
1954 for most of these countries. Additional data 
for many of the countries will include regional de- 
tails for 1953 and 1954, and half-yearly and quar- 
terly statements for 1954 and the first half of 1955. 
The volume also will inladé’ cofisolidiited Wrea' state” 
ments for such country groups as the United States 
and Canada, the sterling area, OEEC countries, and 
the Latin American Republics, and, for most individ- 
ual countries, summary statements expressed in U.S. 
dollars and covering several years. 

It is expected that the last sections will have been 
issued by the end of 1955. NO BOUND VOLUME 
WILL BE AVAILABLE, but title pages and a table 
of contents will be furnished for the convenience of 
subscribers who may wish to bind the loose-leaf 
sections. 

Price: US$5.00 or the approximate equivalent in 
currencies of most countries. A binder for filing 
the loose-leaf sections may be purchased separately 
for $3.00. 

The Secretary 
International Monetary Fund 
1818 H Street, N.W. Washington 25, D. C. 
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million (US$218 million) , of which conversions amounted 
to Rs 579 million ($122 million). Cash subscribers will 
receive full allotment. 


Source: Reserve Bank of India, /ndian News Digest, 
Bombay, India, July 16, 1955. 


Ceylon’s Economic Development Program 

Ceylon’s second six-year program of economic develop- 
ment, prepared by the Cabinet and the Planning Secre- 
tariat, envisages capital expenditures of Rs 2,529 million 
(US$531 million) over the period 1954-55 to 1959-60. 
These expenditures include Rs 743.7 million for land and 
land development, Rs 644.7 million for transport and 
public works, Rs 185.5 million for agriculture and food, 
Rs 105 million for the rubber industry, Rs 4.2 million 
for the tea industry, Rs 25 million for manufacturing 
industries, and Rs 126.5 million for defense... - 


Rubber replanting will have increased to 150,000 acres 


by the end of 1960. As a result of the replanting, annual 
rubber production is expected to increase by 46,000 tons, 
or by about 50 per cent of total current production. In 
the tea industry, expenditures will be mainly for the 
rehabilitation of small tea holdings through pest control, 
anti-erosion measures, improved fertilizing, and the es- 
tablishment of tea collection depots. 

In manufacturing industries, the Government will co- 
operate with private interests, but the Government's share 
will be limited to 20 per cent of the capital. The industrial 
projects include a tire factory, with capital of Rs 12 
million and which, it is expected, will produce 110,000 
tires annually; a sugar factory, with capital of Rs 50 mil- 
lion and annual production capacity of 25,000 tons; and 
a fertilizer factory, requiring the investment of Rs 100 
million and whose output is estimated at 125,000 tons 
per year. 

Source: The Financial Times, London, England, July 18, 
1955. 


Plan for Farmers’ Bank in Thailand 

The Thai Ministry of Agriculture plans to establish 
this year a farmers’ bank, if approved by the National 
Assembly, to assist all farmers who. are not members of 
cooperatives. The bank would be governed by a com- 
mittee of three persons, to be appointed by the Cabinet. 
Its capital would be 500 million baht, the initial capital to 
be 50 million and the remainder to be supplied by the 
Government at the rate of 20 million baht per year. With 
land as a guarantee, farmers would be able to receive 
loans of up to 1 million baht, with interest at 642 per 
cent a year, compared with interest of 44.7 per cent per 
year charged by many moneylenders. Income for the 
bank would be from bonds, interest, and the sale of 
shares. 


Source: The Bangkok Post, Bangkok, Thailand; April 26, 
1955. 


Indonesia's New Regulations on the Transfer of Profits 


Further details now available concerning the new 
regulations for the transfer abroad of profits earned in 
Indonesia in 1954 reveal that the 40 per cent of the net 
profits after taxes that have to be deposited with the 
Bank Indonesia (see this News Survey, Vol. VIII, p. 22) 
may be utilized for investment in Indonesian Government 
loans, for which a general license will be required, and 
for other payments authorized by special permits from 
the Bank Indonesia. These permits will be granted for 
certain approved imports, for capital goods for industry, 
purchased both from abroad and domestically, for the 
erection of buildings, installations, industrial plants, etc., 
for bringing land concessions into production, and for 
any other purpose which, in the opinion of the Bank 


nomically. 


Transfers of dividends earned in 1954 will be permitted 
up to 30 per cent of the paid-up capital of the companies, 
and not 30 per cent of the amount deposited with the 
Bank Indonesia, as previously reported in this News 
Survey. 


Sources: Bank Indonesia, Foreign Exchange Institute, 
Cireular C, No. 335, Djakarta, Indonesia, 
June 20, 1955; A.N.P.-Aneta News Bulletin, 
New York, N. Y., July 13, 1955. 


Cancellation of Philippine Unused Textile Import Quotas 
The Central Bank of the Philippines has canceled all 


unused dollar import quotas for textiles for the third 
quarter, because of the low level of dollar reserves and 
an oversupply of cotton and rayon piece goods. The 
action is reported to have been taken following President 
Magsaysay’s request that the Bank halt unnecessary drains 
on dollar reserves. At $249 million, the reserves are the 
lowest in five years. 


Source The “Wall Sireet Journal, New York. N.° Y.. 
July 19, 1955. 


United States and Canada 


U.S. Economy af Mid-1955 


Increases in income and expenditures of both indi- 
viduals and businesses in the United States, which had 
characterized the first quarter of 1955, were continued in 
the second quarter. The index of industrial output in 
June, at 139 per cent of the 1947-49 average, was 4 points 
above March and a new record figure. Employment has 
risen steadily since last September (after adjustments for 
seasonal variation), the increase being shared by all 
major industries. Personal income in May reached an 
annual rate of $301 billion, which compares with $293.5 
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billion in the first quarter of the year and $288 billion in 
the peak quarter of 1953. 


The recovery in corporate profits has been an important 
element in strengthening and broadening the growth of 
business operations. First quarter profits after taxes were 
at an annual rate of $20.4 billion, the highest figure since 
late 1950 and early 1951; in the two earlier years, profits 
were largely affected by rapid price rises, whereas in the 
first quarter of this year they were the direct result of a 
higher volume of operations during a period of price 
stability. Since production and sales have increased since 
the first quarter, it may be inferred that profits continued 
to advance to the middle of the year. 


Source: The Journal of Commerce, New York, N. Y.., 


July 20, 1955. 


Canadian Investment Plans in 1955 


Private and public investment outlays in Canada during 
1955 are expected to reach $5,954 million, an increase of 
$447 million or 8 per cent over 1954. (A survey made at 
the beginning of the year had indicated an increase of 
only $301 million in 1955; see this News Survey, Vol. VII, 
p. 275.) Housing outlays and expenditures by institutions 
and government departments each account for approxi- 
mately one third of the estimated increase over 1954. 
Business spending is expected to rise by $141 million, or 
4 per cent, the increase being on behalf of manufacturing 
($109 million) and the extractive industries ($69 mil- 
lion) ; investment by public utilities is scheduled to fall by 
$37 million. (All figures are in Canadian dollars.) 


Source: Department of Trade and Commerce, Private 
and Public Investment in Canada, Outlook 1955 
(Mid-Year Review), Ottawa, Canada. 


Other Countries 


New Zealand Budget 
The New Zealand Government budget for 1955-56, pre- 


sented by the Finance Minister on July 21, contains tax 
concessions amounting to £9.8 million in a full year. Of 
these, £7.5 million relate to income tax reductions and 
£1.5 million to death and gift duties. Reductions in the 
sales tax on bicycles and certain other items amount to 
£600,000 in a full year. After allowance for these tax 
reductions and the increased social security benefits to 
the aged and to single persons, the consolidated fund is 
expected to close with a surplus of £2.4 million. 


At the same time, however, the Finance Minister 
announced certain restrictions on hire-purchase. The 
minimum deposit on cars has been fixed at 50 per cent, 
and the maximum period for payment of the balance 
has been set at 18 months. On all other goods, the mini- 
mum deposit will be 15 per cent and the maximum period 
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for payment of the balance, 24 months. Hitherto, there 
has been no government restriction on hire-purchase. 
The Minister said that the growth of hire-purchase has 
contributed to high levels of imports and spending. 
Statistics on imports of cars from the United Kingdom 
show that for the first six months of 1955 they amounted 
to £6.4 million, against £5.4 million in the comparable 
period a year earlier. Total private imports for the year 
ended March 31, 1955 were £232.1 million, compared 
with £175.3 million in the previous year. 


The Finance Minister also said that it would not be 
practicable, at present, to improve New Zealand’s holdings 
of overseas funds by additional borrowing from abroad. 
The Government considers that overseas borrowing 
should be reserved for highly productive work. He added 
that borrowing on the London market this year is likely 
to be difficult. 

Source: The Financial Times, London, England, July 22, 
1955. 


Industrial Development in South Africa 


The National Resources Development Council of the 
Union of South Africa has designed a plan for the con- 
struction of approximately 100 factories in areas in- 
habited by the native population. These factories will 
provide employment for 30,000 natives and 6,000 Euro- 
peans. 

Total costs are estimated at £200 million, of which £120 
million would cover construction and installation costs 
(including the building of homes) and £20 million work- 
ing capital. The building of railways and roads will 
require £30 million, water supply systems £20 million, 
and miscellaneous expenses £10 million. 


Areas that are being considered for these establish- 
ments include Zululand, the east, north, and west of 
Transvaal, and the north of Cape Town Province. The 
Council believes that it will take 40 years to carry out 
the plan. 


Source: Economische V oorlichting, The Hague, Nether- 
lands, June 24, 1955. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
ris] published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 





